How Supply Chain Mediates the Relationship between HRM Practices and Employee Performance? by Lenda, Komala
Int. J Sup. Chain. Mgt   Vol. 9, No. 4, August 2020 
1230 
How Supply Chain Mediates the Relationship 
between HRM Practices and Employee 
Performance? 
Komala Lenda #1 
 
#1Faculty of Economics and Business, YARSI University 
lenda.komala@yarsi.ac.id  
 
Abstract-The basic goal of the present study is to examine the 
role of HR practices such as compensation, training and 
empowerment on the employee performance of public sector 
companies in Indonesia. The second aim of the ongoing study 
is to the investigation of the mediating role of supply chain 
management integration among the links of compensation, 
training, empowerment and employee performance of public 
sector companies in Indonesia. The questionnaire method 
has been adopted by the study to collect the data from the 
respondents while PLS-SEM has been employed for the data 
analysis. The results indicated that training and 
empowerment have a positive and significant link with the 
employee performance of the public sector organizations. 
The results also exposed that supply chain management 
integration significantly mediates among the links of HR 
practices such as compensation, training, empowerment and 
employee performance of public sector companies in 
Indonesia. These findings are suitable for the regulation 
development authorities along with upcoming researchers in 
terms of making regulation and future investigation related 
to HR practices, supply chain management and employee 
performance. 
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1. Background  
Human Resource Management is considered as one of 
the focusing areas of this era organizations. 
Departmentalization brings the revolution in the 
organizational structural changes. Now every organization 
prefers to work with departmentalization concept.  It helps 
the organization in numerous ways like controlling of 
each department cost, measurement of the employee 
efficiency, the contribution of the department towards the 
organizational operations etc. Human Resource 
Management seeks and manages all the matters related to 
the manpower of any organization. Employees are 
considered as an asset of the organization.  Organizations 
always remain in search of skilled employees as a skilled 
employee’s performance strongly affects the organization 
performance. There are numerous studies reported on the 
employee’s performance effect on the organization. 
Skilled employees are considered as the backbone of the 
organization. Most of the time there is a positive 
association witnessed in the literature [15].  The 
organizations invest their maximum efforts to enhance its 
employee performance. Numerous tools are used as 
performance enhancement tools by the human resource 
management department. There are multiple factors 
considered by an employee while working with any 
organization. Literature witnessed that factors like salary, 
compensation, empowerment, training, benefits, 
organizational culture etc. strongly influence the 
performance of the employee. In this present 
investigation, the effect of Human Resource Management 
factors like compensation, empowerment and training on 
employee satisfaction will be considered. Here the supply 
chain management (Integration) is employed as a 
mediating variable.  
Numerous departments exist within an organization 
which run and control it. These departments are further 
controlled by the top management of the organization. The 
overall performance of theses departments is considered 
as the organization performance [23]. These departments 
are interlinked with each other to support and share the 
bug’s falls in the operations [27]. These departments have 
a strong influence over each other. The manpower of each 
department is controlled by the human resource 
management department. The human resource 
management department time to time conducts different 
activities to motivate the employees with the intentions to 
enhance their performance. Another factor with bridge the 
human resource management department and employee 
performance is supply chain management. Supply chain 
management influences the entire system of the 
organization. The human resource management 
department connects the different departments. Its acts as 
material provided in the production department and on the 
other hand act as a distributor in the marketing section [5]. 
In the human resource management department, it dealt 
with SOPs and other organizational activities policies etc. 
Numerous times the human resource management 
reported as a mediator in the relationship between human 
resource management and employee performance. The 
integration of supply chain management plays a vital role 
in employee performance [16].  
The employee of the modern world not only work for 
salary but several other factors also considered keenly like 
long term benefits, skills enhancement chances, 
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compensation etc. [5]. Once the employee receives the 
planned benefits from the organization it results in 
enhancement if its performance. The employees are 
attracted by the benefits offered to him. The human 
resource management department in this regards 
formulate different planes to not only retain but also for 
the motivation of the employees with the intentions to 
enhance their performance. The requirement of the 
employees varies individual to individual [18]. Some 
employees prefer the short term but other shows their 
interest in the long-run benefits. Here the human resource 
management department deals according to the individual 
requirement. Although the human resource management 
department prefers the employee demand on the other 
hand it also acts according to the financial condition of the 
organization. The human resource management 
department always prefers to have a skilled employee at 
minimum cost. The first element of the study is the 
compensation. Compensation plays a vital role in the 
enhancement of employee performance.  It also is 
considered the motivation tool of the human resource 
management department. The employees never 
compromise over the compensation whereas the human 
resource management department put its maximum efforts 
to have the skilful employee at a minimal cost. Although 
many time the human resource management department 
revert its minimal compensation policy to retain a good 
employee. It’s a very critical decision for the human 
resource management department. The second factor 
employed in the study which affects the organization 
performance is empowerment [17]. The decision making 
matters a lot for any individual which holds the key 
position in the organization. A key position holder in the 
organization which lacks the decision making powers is 
nothing but a puppet employee. Not only position matter 
but also the empowerment associated with the position 
holding matters a lot. The third factor employed in the 
study is employee training. It’s a vital factor. It’s the core 
duty of the human resource management department to 
conduct training activities for the employees for the 
improvement of their skills. Supply chain management 
(integration) is the key factor between both the human 
resource management department and employee 
performance. 
2. Hypotheses development 
Literature witnessed that the compensation received by 
any employee is the first factor considered by any 
employee while a selection of any employment. Both the 
human resource management department and employee 
strongly impact each other in this regards [3]. The 
employee prefers and employed maximum efforts to 
secure handsome compensation against his skills.  On the 
other hand, there is a vice versa with the human resource 
management department. Many of the times the human 
resource management department go against their policy 
when seeks a more skilled employee which can benefit the 
organization a lot. The organization never likes to lose a 
skilled employee [25]. In this context, the human resource 
management department time to time offers compensation 
in different forms to motivate their employee to boost 
their performance. Numerous times there is a positive 
association reported between compensation and the 
employee performance. The employee will perform better 
if will reward high as every individual in the world serves 
to earn [11]. The option for better always opens for the 
employee whereas the condition to retain and motivate the 
employee is also the duty of the human resource 
management department. The hypotheses derived from the 
above discussion are: 
H1: There is a positive association between compensation 
and Employee Performance. 
The right decision at the right time is the key to success. 
The organizations and their individuals are recognized by 
their decisions. The decision making is also a tool used by 
the human resource management department to evaluate 
the interpersonal skills of the employee. The employee 
who lacks the empowerment is nothing but a machine 
[10]. The duty of the organization is not only to hire but 
also to train them but also to empower them that much 
that they can have the decision according to the 
requirement. If the employee is fully empowered by the 
organization only then he can have the decision according 
to his/her mind to fulfil the requirement. The human 
resource management department will have to provide 
such policies to empower the employee so that he/she can 
have the perfect decision at the right time. Any wrong 
decision is taken by the individual at the wrong time will 
strongly influence the performance of the other 
department employees. The policies of the organizations 
must be formulated in such a way that each top 
management hired must be empowered to have all 
decisions according to the requirement. 
H2: There is a positive association between empowerment 
& employee performance. 
The world is changing rapidly. Those organizations 
which failed to change themselves according to the 
changing need of the organization are usually crushed by 
the competitors. Similar is the case with the employees of 
the organizations [3]. The organizations which not 
focused on the changing requirements of the employees 
usually nor developed a lot. Here the supply chain 
management department plays its vital role. The duty of 
the organization is not only to hire but also to train them 
with the passage of time to meet the changing 
requirements of the business world [11]. The human 
resource management department keeps in close touch 
with the changing needs of the market. Time to time the 
human resource management department organized the 
training activities to enhance the interpersonal skills of the 
employees [14]. The conduction of these activities 
strongly influences the performance of the employee. A 
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well-trained employee can perform better as a comparison 
with the employee which is not well trained. There must a 
continuation in these types of training programs [14, 31]. 
These pieces of training are conducted according to the 
needs of the department. The organizations invest heavily 
in the training of the employees to enhance their skills to 
boost their performance. 
H3: There is a positive association between training & 
employee performance. 
The term supply chain management is secure much 
importance in the business world. Literature witnessed 
that supply chain management system of the organization 
influence all the departments of the organizations [28]. 
The supply chain management system influence in such a 
way that it creates the integration between the activities 
and the departments of the organization within the 
organization. The coordination between the organizations 
within the premises of the organization is conducted 
through supply chain management integration system 
[30]. The gaps create between the departments are 
squeezed by the supply chain management integration 
process. Integration between the departments is very 
necessary to be on the same page of all the departments of 
the organization. If no coordination between the 
departments will lead to a failure of the execution of the 
plan. The supply chain management system connects all 
the departments of the organization. It supports the 
marketing department in the form of distribution of the 
product. It also responds to timely provide the raw 
material etc. [6, 8]. The importance of supply chain 
integration witnessed as one of the strong influence 
factors on organization performance [24]. At one end the 
supply chain management supports the human resource 
management department, on the other hand, it also 
supports the operating activities of the organization. There 
are several activities performed by human resource 
management is supported by supply chain management. 
The integration of supply chain management is very 
necessary for the organization to keep their departments 
connected [13].  
In the present study, the supply chain integration is 
employed as a moderating variable. Supply chain 
Integration has been a highly researched topic during the 
last 20 years, but no consensus has been achieved on how 
to measure supply chain integration and operationalization 
[19]. Some authors examined Supply chain Integration as 
a single construct [20, 26]. Are numerous activities 
performed by the supply chain management at a single 
time to support human resource management and other 
organization-related factors [7, 33]? However, supply 
chain integration multidimensional constructs have been 
developed due to the complex nature of the concept [28, 
9]. The key to Supply chain Integration is to develop 
uninterrupted links with upstream suppliers and 
downstream customers along with total internal functional 
synergy [32]. Supply chain management plays a keen role 
in coordination between human resource management and 
employee performance [4, 22]. [8]. [1]. Numerous times 
in the past the supply chain integration witnessed as the 
mediating variable on the relationship between human 
resources management practices and the performance of 
the employee [32]. The hypotheses derived from the 
above-given debate are: 
H4: The supply chain Integration positively mediates the 
association amid compensation and employee 
performance. 
H5: The supply chain Integration positively mediates the 
association amid empowerment and employee 
performance. 
H6: The supply chain Integration positively mediates the 
association amid training and employee performance. 
3. Methodology  
The basic goal of the present study is to examine the 
role of HR practices such as compensation, training and 
empowerment on the employee performance of public 
sector companies in Indonesia. The second aim of the 
ongoing study is to the investigation of the mediating 
role of supply chain management integration among the 
links of compensation, training, empowerment and 
employee performance of public sector companies in 
Indonesia. The questionnaire method has been adopted 
by the study to collect the data from the respondents. 
The respondents have been selected by using simple 
random sampling while the survey has been distributed 
by personal visit to the public sector organization. In 
addition, PLS-SEM has been employed for data analysis 
due to the complexity of the framework. The variables 
that have been adopted include one mediating variable 
named as supply chain management integration (SCMI) 
that has four items, one dependent variable such as 
employee performance (EPR) that has five items. In 
addition, HR practices such as compensation (CM) that 
has seven items, training (TR) that has five items and 
empowerment (EP) that has eight items used as 
predictors in the study [12]. These variables are 
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4. Results  
The results revealed that convergent validity has valid 
and high correlation among items because values of Alpha 
are more than 0.70 along with CR while the values of 
loadings are more than 0.50 along with AVE. These 
values are highlighted in Table 1.  
 
Table 1. Convergent validity 
Items Loadings Alpha CR AVE 
CM1 0.775 0.916 0.933 0.665 
CM2 0.853       
CM3 0.789       
CM4 0.808       
CM5 0.822       
CM6 0.802       
CM7 0.856       
EP1 0.687 0.920 0.921 0.595 
EP2 0.672       
EP3 0.814       
EP4 0.818       
EP5 0.832       
EP6 0.740       
EP7 0.838       
EP8 0.751       
SCMI1 0.891 0.923 0.946 0.813 
SCMI2 0.910       
SCMI3 0.896       
SCMI4 0.910       
EPR2 0.791 0.848 0.897 0.686 
EPR3 0.841       
EPR4 0.830       
EPR5 0.851       
TR1 0.865 0.898 0.929 0.765 
TR2 0.876       
TR4 0.887       
TR5 0.870       
 
The results also revealed that discriminant validity has 
valid and no high correlation among variables because 
values of cross-loadings along with Fornell Larcker are 
meet the standards. These values are highlighted in Table 
2 and Table 3.  
 
Table 2. Fornell Larcker  
  CM EP SCMI EPR TR 
CM 0.816         
EP 0.326 0.771       
SCMI 0.406 0.320 0.902     
EPR 0.512 0.296 0.508 0.829   
TR 0.430 0.300 0.401 0.413 0.875 
Table 3. Cross-loadings  
  CM EP SCMI EPR TR 
CM1 0.775 0.299 0.655 0.415 0.325 
CM2 0.853 0.337 0.806 0.467 0.340 
CM3 0.789 0.281 0.725 0.432 0.365 
CM4 0.808 0.259 0.686 0.394 0.332 
CM5 0.822 0.219 0.690 0.396 0.383 
CM6 0.802 0.177 0.665 0.321 0.345 
CM7 0.856 0.276 0.898 0.474 0.369 
EP1 0.137 0.687 0.112 0.102 0.114 
EP2 0.461 0.672 0.462 0.400 0.410 
EP3 0.143 0.814 0.144 0.183 0.172 
EP4 0.181 0.818 0.169 0.204 0.163 
EP5 0.151 0.832 0.138 0.116 0.124 
EP6 0.066 0.740 0.103 0.083 0.119 
EP7 0.159 0.838 0.150 0.119 0.138 
EP8 0.123 0.751 0.103 0.094 0.106 
SCMI1 0.774 0.309 0.891 0.452 0.338 
SCMI2 0.854 0.272 0.910 0.471 0.382 
SCMI3 0.782 0.311 0.896 0.442 0.342 
SCMI4 0.852 0.268 0.910 0.465 0.381 
EPR2 0.455 0.253 0.447 0.791 0.372 
EPR3 0.423 0.266 0.415 0.841 0.354 
EPR4 0.394 0.219 0.407 0.830 0.304 
EPR5 0.419 0.240 0.408 0.851 0.331 
TR1 0.325 0.234 0.307 0.348 0.865 
TR2 0.396 0.255 0.356 0.339 0.876 
TR4 0.378 0.297 0.347 0.323 0.887 
TR5 0.399 0.262 0.385 0.421 0.870 
 
The results also revealed that discriminant validity has 
valid and no high correlation among variables because 
values of Heterotrait Monotrait (HTMT) ratios are less 
than 0.90. These values are highlighted in Table 4.  
 
Table 4. Heterotrait Monotrait ratio  
  CM EP SCMI EPR TR 
CM           
EP 0.242         
SCMI 0.675 0.235       
EPR 0.574 0.230 0.572     
TR 0.472 0.232 0.437 0.467   
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Figure 2. Measurement model assessment 
 
The path analysis has shown that positive along with 
significant association among the training, empowerment 
and employee performance and accepts H2 and H3. 
However, compensation has insignificantly linked with 
employee performance and reject H1. In addition, supply 
chain management integration significantly mediates 
among the links of HR practices such as compensation, 
training, empowerment and employee performance of 
public sector companies in Indonesia and accept H4, H5 
and H6. These links are highlighted in Table 5.  
 
Table 5. Path analysis  
Relationships Beta S.D. 
t-
statistics p-values 
CM -> EPR 0.192 0.122 1.579 0.059 
EP -> EPR 0.100 0.061 1.656 0.050 
SCMI -> EPR 0.216 0.127 1.703 0.046 
TR -> EPR 0.213 0.058 3.699 0.000 
CM -> SCMI -> 
EPR 0.193 0.114 1.690 0.047 
EP -> SCMI -> 
EPR 0.106 0.024 4.417 0.025 
TR -> SCMI -> 
EPR 0.102 0.034 3.000 0.041 
 
 
Figure 3. Structural model assessment 
5. Discussion and conclusion  
The results indicated that training and empowerment 
have a positive and significant link with the employee 
performance of the public sector organizations. These 
findings are matched with outcomes of [2] who also 
examined that training and empowerment practices of HR 
are necessary for the employee performance in the 
company. In addition, a study by [21] exposed that 
training is the essential part of HR practices that enhance 
the employee performance in the company and these 
findings are same as the outcomes of the ongoing study. 
The results also exposed that supply chain management 
integration significantly mediates among the links of HR 
practices such as compensation, training, empowerment 
and employee performance of public sector companies in 
Indonesia. These findings are also similar to the outcome 
of the Teixeira, [29] who also exposed that training along 
with supply chain practices has a greater impact on the 
employee performance of the organization. These findings 
are suitable for the regulation development authorities 
along with upcoming researchers in terms of making 
regulation and future investigation related to HR practices, 
supply chain management and employee performance. 
Thus, the present study has concluded that the public 
sector organization of Indonesia has implemented the 
effective practices of HR along with the supply chain that 
is the reason high employee performance in the 
organization. The present study has recommended that the 
upcoming studies should add private organization under 
investigation that enhances their study scope. In addition, 
the ongoing study also suggested that further study should 
add moderating impact in the model that is ignored by the 
ongoing study.  
This article analyzes the supply chain, HRM, and 
employee performance variables. This article is in line 
with previous articles including: [34], [35], [41], [37]. 
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